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INDEPENDENT AUDITOR'S REPORT

To the Honorable Village Council
Village of Unionville
Unionville, Michigan

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the Village of
Unionville, Michigan as of and for the year ended March 31, 2005, which collectively comprise the
Village's basic financial statements as listed in the table of contents. These financial statements are the
responsmlhty of the Village of Unionvitle, Michigan management. Our responsibility is to express opinions
on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Govemment Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in afl material respects,
the respective financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the Village of Unionviile, Michigan as of March 31,
2005, and the respective changes in financial position and cash flows, where applicable thereof for the
year then ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report dated May
23, 2005, on our consideration of Village of Unionville, Michigan's internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal contro! over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be considered in
conjunction with this report in considering the resuits of our audit.

7274 Hartiey St. » Box 499 « Pigeon, Ml 48755 email@nfcpa.com 41 E. Main St. « Sebewaing, M| 48759
989.453.3122 « Fax 989.453.2219 www.nfcpa.com 989.883.3122 » Fax 989.883.3400




REPORT OF INDEPENDENT AUDITORS

The management'’s discussion and analysis and budgetary comparison information on pages iii
through viii and 26 through 29 are not a required part of the basic financial statements but are
supplementary information required by accounting principles generaily accepted in the United States of
America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Village of Unionville's basic financial statements. The combining and individual
nonmajor fund financial statements are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The combining and individual nonmajor fund financial
statements have been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, are fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

Nt ghe + Pc
NIETZKE & FAUPEL, P.C.
Sebewaing, Michigan

May 23, 2005



MANAGEMENT'S DISCUSSION AND ANALYSIS

The management of the Village of Unionville presents to readers of the Village's financial statements
this narrative financial information. It contains an objective overview and analysis of the financial
position of the Village as of and for the year ended March 31, 2005. As management of the Village, we
encourage readers to consider information contained in this discussion and the Village's financial
statements, which follows this section.

Financial Highlights

- The Village's assets exceeded its liabilities at the end of the fiscal year by $2,528,784.

- Net assets increased by a total of $37,971, or by approximately 1.5% of last year's total net
assets of $2,490,813.

- The fund balance of the Viliage's General Fund increased by $3,365. The fund batance for the
other Governmental Funds {Major Street, Local Street, and Municipal Street Funds) increased
by $19,418.

- Significant expenditures for the year ended March 31, 2005 were road construction for Major
Streets $17,408 and Local Streets $16,497. Major general fund expenditures were $20,829 for
park improvements.

Financial Statements Overview

This Management Discussion and Analysis serves to introduce to the reader of the Village of
Unionville’s essential financial statements. These financial statements consist of three components as
follows:

- Government-wide financial statements

- Fund financial statements

- Notes to the financial statements

The above financial information will provide the reader with a general understanding of the Village's
current financial condition. Also, this report contains supplementary information in addition to the basic
financial statements which provides a more detailed understanding of the Village's finances.

Government-wide Finanical Statements

The government-wide financial statements are designed to provide readers with a broad overview of
the Village's finances, similar to private sector businesses.

The Statement of Net Assets presents information on all of the assets and liabilities of the Village,
with the difference between the two identified as net assets. Over a given period of time increases or
decreases in net assets can serve as a useful indicator of improving or declining financial position of
the Village.

The Statement of Activities show changes in net assets that occurred during the most recent fiscal
year. These changes were recorded on an accrual basis, which distinguishes between the time when
a financial transaction occurs and when payment is actually made. An example of accrual accounting
is when debt interest payments are scheduled between the fiscal year end. The Statement of Activities
will show additional interest expense for the time period between the last interest payment and the end
of the fiscal year as an accrual.

(Continued) - iii -




The Government-wide Financial Statement, in addition to the Statement of Activities, is broken down
into two Activities; Governmental Activities and Business-Type Activities. Governmental activities are
primarily supported through tax and intergovernmental revenue. Business-type activities are primarity
supported through user fees and charges.

Governmental activities for the Village of Unionville include general governmental functions, such as
Administration, Village Buildings and Grounds (General government); Police and Fire (Public safety);
Major Street, Local Street, Municipal Street, Public Works and Park (Highways and public
improvements). Business-type activities include the Sewer and Water systems.

Fund Financial Statements

A fund is a set of closely related accounts that are used to maintain control over resources that have
been segregated for specifi¢c activities or purposes. The Village of Unionville uses fund accounting to
demonstrate compliance with legal financial requirements, like all state and local governments. All
Village Funds can be categorized as either governmental or proprietary funds.

Governmental Funds account for essentially the same activities as the Governmental Activities in the
Government-wide financial statements, but with a narrower focus. Governmental Funds concentrate
on near-term inflows and outflows of financial resources and the balances of spendable resources
available to the government at the end of the fiscal year, This information can be useful in evaluating
the government's short-term financing requirements.

Comparing similar information presented in the Government-wide statements for the Governmental
Activities with that presented in Governmental Funds statements can provide useful information
because the different focus to the two approaches. With the long-term focus of the Government-wide
statements, a reader may be able to better understand the long-term effects of the near term financing
decisions. To aid in the comparison, both the Governmental Fund balance sheet and the
Governmental Fund statement of revenues, expenditures and changes in fund balance show
reconciliation between the Governmental Funds statements to the Governmental Activities in the
Government-wide statements.

The Village of Unionville uses four different individual Governmental Funds. The Village considers all
the funds to be major funds of the Village of Unionville. The funds are presented separately in the
Fund Financial Statements. The Village adopts an annual appropriated budget for all its Governmental
Funds.

The basic governmental fund financial statements can be found as listed in the table of contents.
Proprietary Funds include enterprise funds and an internal service fund. Enterprise funds are used to
report any activity for which a fee is charged to external users for goods or services. The Internal

Service Fund is used to report activities that provide goods or services to other funds or departments of
the Village.

(Continued) ~ive—



The Enterprise Funds maintained by the Village of Unionvilie include the sewer and water funds. The
Village uses the Internal Service Fund to account for vehicles, and equipment activities. Because they
charge fees and charges to outside users of their systems, the Enterprise Funds are included in the
Business-type Activities column of the government-wide financial statements. The Internal Service
Fund, which accounts for equipment and vehicles that support the Village functions, is included under
the Governmental Activities column.

Proprietary Funds present the same information as in government-wide statements, except in more
detail. The fund statements for proprietary funds provide separate information for the Sewer and
Water funds which are considered to be major funds of the Village of Unionville.

The basic proprietary fund financial statements can be found as listed in the table of contents.

Notes to the Financial Statements contain additional financial information to give the reader a
complete understanding of the information contained in the government-wide and fund financial
statements. Although these Notes provide detailed explanation and information related to the financial
statements, this information is typically easy for the reader to foliow. Notes to the Financial Statements
are located after the financial statements as listed in the table of contents.

Other Information

The combining and individual fund statements and schedules are presented as additional information
as listed in the table of contents.

Government-wide Financial Analysis

This is the first year the Village of Unionville has produced government-wide financial statements. As
such, data for fiscal year ending March 31, 2004 related to governmental activities is unavailable.

VILLAGE OF UNIONVILLE'S NET ASSETS
March 31, 2005

Governmental Business-Type
Activities Activities Jotal

Current assets $404,851 $ 215,256 $ 620,107
Capital assets 282,852 2,271,148 2,554,000
Restricted and other assets 35,066 71,689 106,755

Total assets $722.769 $2.558,003 $3.280,862
Current liabilities $ 8,024 $ 9,119 $ 17,143
Long-term liabilities 734,935 734,935

Total liabilities $ 8,024 $ 744,054 $ 752,078
Net assets:

Invested in capital assets, net of related

debt $282,852 $1,536,213 $1,819,065

Restricted 35,066 59,480 94,546

Unrestricted 396,827 218,346 615,173

Total net assets $714,745 $1.814,039 $2.528.784

(Continued) -v-



As shown in the Statement of Net Assets provided, the largest portion, by far of the Net Assets of the
Village of Unionville is its investment in capital assets. The Village of Unionville uses these capital
assets to provide essential services to citizens who live, work or visit the Village. These assets, by
design, are not available for future spending. Additionally, even though these capital assets are
reported net of any related debt, resources needed to repay this debt must come from other sources,
as these assets cannot be used to satisfy their related obligations.

Actlvities, Governmental and Business-Type

Net assets of Governmental Activities increased by $54,598 for the year ended March 31, 2005. This
is approximately a 8.2% change from beginning net assets. The increase is due to capitalization of
capital assets and a current park improvement project. The park improvement project expended
$11,227 for planning, development and sources of funding, this amount is capitalized as construction in
progress in the governmental activities statement of net assets.

Net assets of Business-type Activities decreased by $16,627 for the year ended March 31, 2005. The
amount of change is not significant as it is approximately .9% of beginning net assets.

VILLAGE OF UNIONVILLE’S CHANGES IN NET ASSETS
For the year ended March 31, 2005

Governmental Business-Type
Activities Activities Total

Revenues:
Program revenues:

Charges for services $ 31,232 $ 122,984 $154,216
General revenues:

Property taxes 105,333 105,333

State shared revenue 133,615 133,615

Unrestricted investment eamings 3,898 5,138 9,036

Miscellaneous 18,243 25,000 43,243
Total revenue 292,321 153,122 445443
Expenses:

General government 55,420 55,420

Public safety 49,651 49,651

Highways and public improvements 100,202 100,202

Sanitation 32,450 32,450

Sewer 88,921 88,921

Water 80,828 80,828

Total expenses 237,723 169,749 407,472

Change in net assets 54,598 (16,627) 37,971
Net assets — Beginning 660,147 1,830,666 2,490,813
Net assets - Ending $714.745 $1.814,039 $2.528,784
(Continued) -Vi-



Financial Analysis of Village of Unionville’s Funds

The Village of Unionville's governmental funds provide information on the short-term resource inflows
and outflows and account balances at the end of the fiscal year. The total fund balance is a measure
of total available resources and the unreserved portion of this total is a measure of the available
spendable resources as of March 31, 2005.

For the year ended March 31, 2005, the Village's governmental funds reported a combined fund
balance amount of $426,696 of this amount $35,066 is reserved for future public safety equipment and
storm sewers. The fund balance increase for the current fiscal year was $22,783. .

General Fund Budgetary Highlights

A major difference in the original budget versus the actual budget was the cost of the storm sewer
project. The general fund budget increased by $13,895.

Capital Asset and Debt Administration

The Village of Unionville's investment, net of related debt, in capital assets for its governmental and
business-type activities combined totaled $1,819,085. The types of assets in this category are land,
buildings, machinery and equipment, park and recreation equipment, roads and sewer collection
system and water supply system. The Village's investment in capital assets equals over seventy-two
percent (72%) of total net assets.

VILLAGE OF UNIONVILLE’S CAPITAL ASSETS
March 31, 2005

Governmental Business Type
Activities Activities Total
Land $161,878 $ 155,532 $ 317,410
Buitdings 163,463 1,733 165,196
Equipment 220,558 220,558
Roads and sidewalks 40,937 40,937
Water system 909,245 909,245
Sewer system 2,379,109 2,379,109
Construction in progress 11,227 31,003 42,230
Accumulated depreciation (315.211) (1.205.474) (1,520.685)
Net book value $282.852 $2.271,148 $2.5564,000

The Village of Unionville's debt consists of a general obligation enterprise bond ($335,000), and water
supply system revenue bonds ($399,935). Normal payments of principal and interest in accordance
with the associated debt service schedules were made during the fiscal year.

Economic Factors and Future Budget Issues

The fiscal year budget for 2005-06 is at $601,230, which is $24,685 more than the 2004-05 fiscal year
of $576,545. Even though the Village has noticed a slight decline in the economy caused by the
closing of Tower Automotive in Sebewaing, a decision was made to use some reserved funds to
continue projects already in the works.

(Continued) - vii -



The Village is in the process of preparing a new well for emergency back-up use. This will give the
Village three workable wells.

The Village has applied for a DNR grant for construction of a walking and biking path around the
perimeter of the park. This action is part of a 5-year park development plan prepared by Spicer
Engineering.

Spicer Engineering has also completed a study of the storm sewer system within the Village. As the
cost for this project was more than anticipated, funds will be put aside each year until enough has been
accumulated to match funds for a grant.

The Village is also in the process of obtaining a 1994 Ford Dump Truck to replace an older model now
being used.

Requests for Information
This financial report is designed to give the reader a basic understanding of the Village of Unionville’s

finances. Any questions or requests for financial information contained in this report may be obtained
by contacting the Village Clerk, Village of Unionville, 6454 Merry Street, Unionville, Michigan 48767.
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VILLAGE OF UNIONVILLE, MICHIGAN

STATEMENT OF NET ASSETS
MARCH 31, 2005
GOVERNMENTAL
ACTIVITIES
SSETS
Cash $ 394,091
Accounts receivable 9,032
Accrued interest receivable
Special assessment receivable
Connection charges receivable
~ Internal balances 1,728
Nondepreciated capital assets 161,878
Capital assets 424,958
Less accumulated depreciation {315,211)
Construction in progress 11,227
Restricted assets:
Cash - Storm sewer 17,517
Cash - Police equipment 17,549

Cash - Debt retirement
Cash - Maintenance & improvements
Deferred charges - bond issue costs

TOTAL ASSETS

LIABILITIES

Accounts payable

Accrued payroll taxes

Accrued interest payable

Payable out of restricted assets:
Water supply system bonds
General obligation bonds

Compensated absences

Total liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:
Debt service and improvements ..
Storm sewer
Police equipment
Unrestricted

Total net assets

The accompanying notes are an integral
part of the financial statements.

$ 722769

L]

1.512
1,695

4,817

8,024

282,852

17,517
17,549
-396,827

$ 714,745

BUSINESS-TYPE
ACTIVITIES JOTALS

$ 162,750 $ 556,841

2,064 11,096

2,953 2,953

10,833 10,833

. 38,384 38,384

- (1,728) -

155,532 317,410

3,280,087 3,715,045
(1,205,474) (1.520,685)

31,003 42,230

17,517

17,549

48,388 48,388

11,092 11,092

12,209 12,209

$ 2,558,093 $ 3,280,862

$ 658 $ 2,170

1,695

8,461 8,461

399,935 399,935

335,000 335,000

4,817

744,054 752,078

1,536,213 1,819,085

59,480 59,480

17.517

: 17,549

218,346 615,173

$ 1,814,039 $ 2,528,784
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VILLAGE OF UNIONVILLE, MICHIGAN

BALANCE SHEET - GOVERNMENTAL FUNDS

MARCH 31, 2005
TOTAL
MAJOR LOCAL MUNICIPAL GOVERNMENTAL
GENERAL  STREET = STREET STREET FUNDS
ASSETS '
Cash $ 177887 § 124283 § 63,738 $ 19,442 $ 385,360
Accounts receivable - other 609 5,370 3,053 9,032
Restricted assets: :
Cash - Storm sewer 17,517 17,517
Cash - Police equipment 17,549 17,549
TOTAL ASSETS $ 213562 § 129663 § 65,791 $ 19442 $ 429,458
LIABI D FUND I
Liabllitles:
Accounts payable $ 1067 $ 1,067
Accrued payroll withholdings 1,695 1,695
Total labilities 2,762 - : 2,762
Fund equity:
Fund balance
Restricted 35,066 35,066
Unrestricted 175,734 $.129663 $ 66,791 $ 19,442 391,630
Totatl fund equity 210,800 129,663 66,791 19,442 426,696
TOTAL LIABILITIES AND FUND EQUITY $ 213562 § 120663 § 66,791 $ 19,442 $ 429,458

The accompanying notes are an integral
part of the financial statements. -4-



VILLAGE OF UNIONVILLE, MICHIGAN

RECONCILIATION OF GOVERNMENTAL FUND BALANCES
TO GOVERNMENTAL ACTIVITIES NET ASSETS
MARCH 31, 2005
Total governmental fund balances ‘ ‘ $ 426,696

Amounts reported for govermnmental activities in the statement of net assets
are different because:

Capital assets used in governmental activities are not financial resources
and therefore, are not reported in the funds. The cost of the assets is
$598,063 less the accumulated depreciation of $315,211 282,852

Internal service fund is not included in the governmentai funds. 10,015

Compensated absences, are not due and payable in the current period

and, therefore, are not reported in the funds. (4,817)
Net assets - governmental actlvities $ 714,745

The accompanying notes are an integral
part of the financial statements. 5



VILLAGE OF UNIONVILLE, MICHIGAN

STATEMENT OF REVENUE, EXPENDITURES
AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED MARCH 31, 2005

TOTAL
MAJOR LOCAL MUNICIPAL GOVERNMENTAL

GENERAL STREET  STREET STREET FUNDS

REVENUE:
Taxes $ 89,035 $ 3284 § 13,014 $105,333
Intergovemmental 70610 § 45953 17,052 133,615
Miscellaneous 51,506 1,192 360 315 53,373
TOTAL REVENUE 211,151 47,145 20,896 13,329 292,321
EXPENDITURES:
Council 1,660 1,660
Mayor 180 180
" Clerk 5215 5,215
Treasurar 3.694 3,694
Building and grounds 13,761 13,761
Unallocated 9,820 9,820
Police department ' 32,690 32,690
Fire protection 11,438 11,438
Departrnent of public works 40,445 40,445
Street lighting 10,612 10,612
Sanitation 32,450 32,450
Recreation and parks ' 27,578 27,578
Fringe benefits 6,641 6,641
Insurance and bonds 13,602 13,602
Streats 30,504 29,248 59,752
TOTAL EXPENDITURES 209,786 30,504 29,248 269,538
EXCESS OF REVENUE OVER
{(UNDER) EXPENDITURES 1,365 16,641 (8,552) 13,329 22,783
OTHER FINANCING SOURCES {USES):
Operating transfers In 10,000 20,754 30,754
Operating transfers out (8,000) {7,504} (15,250) {30,754)
TOTAL OTHER FINANCING SOURCES (USES) 2,000 {7.504) 20,754 (16,250) -

EXCESS OF REVENUE AND OTHER
SOURCES OVER (UNDER) EXPENDITURES

AND OTHER (USES): ' 3,365 9,137 12,202 {1.921) 22,783
FUND BALANCE-APRIL 1 207,435 120,526 54,589 21,363 403,913
FUND BALANCE-MARCH 31 $210800 $120663 § 66791 § 19442 $426,696

The accompanying notes are an Integral
part of the financial statements. -6-



VILLAGE OF UNIONVILLE, MICHIGAN

RECONCILIATION OF THE STATEMENT OF REVENUE, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO
THE STATEMENT OF ACTIVITIES
MARCH 31, 2005

Net change In fund balances - governmental funds $ 22,783

Amounts reported for governmental activities in the statement of activities
are different because:

Govermnmental funds report capital outlays as expenditures. However, in the
Statemnent of Activities, assets with an initial, individual cost of more than
$1.000 are capitalized and the cost is aliocated over their estimated useful
lives and reported as depreciation expense. This is the amount by which
capital outlays exceeded depreciation in the current period.

Capital outlays $53,414 :
Depreciation expense (13,782) 39,632
The net revenue of certain activites of internal service fund is reported with
governmental activities. (3,000)
Compensated absences are treated as expenses in the statement of activities (4,817)
Change in net assets of governmental activities $ 54,598

The accompanying notes are an integral
part of the financial statements. -7-
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VILLAGE OF UNIONVILLE, MICHIGAN

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET

ASSETS - PROPRIETARY FUNDS
YEAR ENDED MARCH 31, 2005
GOVERNMENTAL
BUSINESS-TYPE ACTIVITIES ACTIVITIES-
ENTERPRISE FUNDS INTERNAL
WATER SEWER TOTALS SERVICE FUND
OPERATING REVENUE:
Charges for services $ 76,021 $ 20518 $ 96,537 $ 15785
OPERATING EXPENSES:
Salaries and wages 17,904 10,123 28,027 9,588
Employers FICA tax 1,393 741 2,134 710
Health insurance 2,126 1,626 3,752 2,251
Accounting 251 401 652 251
Gas and oil _ - - - 2,325
Operating supplies 2,226 123 2,349
Contracted services - - -
Insurance 1,632 2,352 3.984
Utilities 3,437 1416 4,853
Repairs and maintenance 614 933 1,547 2,329
Equipment rental 3,276 2484 5770
Miscellaneous 2,537 960 3,497 247
Depreciation 22,615 47,954 70,569 2812
TOTAL OPERATING EXPENSES 58,010 69,122 127,133 20,512
OPERATING INCOME (LOSS) 18,011 (48,607) {30,595) (4,727)
NONOPERATING REVENUE (EXPENSES) :
Connection charges 128 1,000 1,128
Interest income . 1,224 {132) 1,092 354
Interest income - Restrict 129 3,917 4,047
Chargas for services - Restricted 25,319 25,319
Settiement agreement installment 25,000 25,000
Interest expense {21,549) {18,856) (40,405)
Amortization of bond issue costs (289) {195) {484)
TOTAL NONOPERATING REVENUE (EXPENSE) {20,356) 36,052 15,696 354
. CHANGE IN NET ASSETS (2,345) {12,554) (14,899) (4,373)
TOTAL NET ASSETS - BEGINNING 458,771 + 1,371,895 23,622
TOTAL NET ASSETS - ENDING - :$456,426 $ 1,359,341 $ 19,249
Adjustment to reflect the consolidation of Internal Service Fund activities related to
enterprise funds {1.728)
Changes in net assets of business-type activities $(16,627)



VILLAGE OF UNIONVILLE, MICHIGAN
STATEMENT OF CASH FLOWS-PROPRIETARY FUNDS

YEAR ENDED MARCH 31, 2005
GOVERNMENTAL
BUSINESS TYPE ACTIVITIES ACTIVITIES
ENTERPRISE FUNDS, INTERNAL

WATER SEWER TOTAL SERVICE FUND
CASH FLOWS FROM OPERATING ACTIVITIES:

Receipts from customers $ 76,165- - § 47,259 $ 123,424

Receipts from interfund services $ 15785

Payments to suppllers of goods and services (10,555) (6,144) (16,699) (4,708)

Payments to interfund services (3.276) - {2,494) (5.770)

Payments to empioyees (17,903) {10,123) {28,026) (9,588)

Payments for fringe benefits (3,519) {2,367) {5,886) {2,961)
NET CASH PROVIDED (USED) BY '

OPERATING ACTIVITIES 40,012 25131 67,043 {1,470)
CASH FLOWS FROM CAPITAL AND

RELATED FINANCING ACTIVITIES:

Proceeds from settlement agreement 25,000 25,000

Special assessments received 7,787 - 7,787

Increase in contruction In progress (6,003) ° (6,003)

Bond principal payment ) {6,180) -~ {20,000) - (26,180)

Interest and fees paidonbonds - © - L (18,136) (17,250) - {35,386)
NET CASH {(USED) BY CAPITAL AND ,

RELATED FINANCING ACTIVITIES (30,319) {4,463) {34,782)
CASH FLOWS FROM INVESTING ACTIVITIES:

Interest on investments R 1,354 - 4,252 " 5,605 354

NET CASH PROVIDED BY INVESTING ACTIVITIES 1,354 4,252 5,605 . 354

NET INCREASE (DECREASE) IN CASH

AND RESTRICTED CASH 11,947 - 25,920 37.867 {1,116}
CASH AND RESTRICTED CASH - APRIL 1 140,462 - 43,901 184,363 9,848
CASH AND RESTRICTED CASH - MARCH 31 $ 152,409 $ 69,821 $ 222,230 - $__8732
Cash Reconciliation:

Cash $120,517 $ 42,233 $ 162,750 $ 8,732

Restricted cash 31,892 27,588 59,480

Total $ 152,409 § 69821: § 222230 $ 8732




VILLAGE OF UNIONVILLE, MICHIGAN

STATEMENT OF CASH FLOWS-PROPRIETARY FUNDS

YEAR ENDED MARCH 31, 2005
BUSINESS TYPE ACTIVITIES
ENTERPRISE FUNDS
WATER SEWER TOTAL
Reconcillation of operating Income (loss) to net
cash provided (used) by operating actlvities
Operating income (loss) $ 18,012 $ (48,607) $ (30,595)
Adjustments to reconcile operating income (loss)
to net cash provided (used) by operating activities:
- Depreciation 22,615 47,954 70,569
Hook-up fee 128 1,000 1,128
-1 Charges for services ..25,319 25,319
{Increase) decrease in current assets:
Accounts receivable 16 424 440
Increase (decrease) in current labilities:
Accounts payable 141 41 182
NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES $ 40,912 $ 26,131 $ 67,043

2-

GOVERNMENTAL
ACTIVITIES
INTERNAL

SERVICE FUND
4,721

2,812

445

$_(1470)



VILLAGE OF UNIONVILLE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The Village's financial statements are prepared in accordance with generally accepted accounting
principles (GAAP). The Governmental Accounting Standards Board (GASB) is responsible for
establishing GAAP for state and local governments through its pronouncements (Statements and
Interpretations). Governments are also required to follow the pronouncements of the Financial
Accounting Standards Board (FASB) issued through November 30, 1988 (when applicable) that do not
conflict with or contradict GASB pronouncements. The accounting policies of the Village conform to
accounting principles generally accepted in the United States of America as applicable to governmental
units. The more significant accounting policies established in GAAP and used by the Vilage are
discussed below.

In June 1999, GASB unanimously approved Statement No. 34, Basic Financial Statements — and
Management’s Discussion and Analysis — for State and Local Governments. Certain of the significant
changes in the Statement include the following:

* For the first time the financial statements include:
o A Management Discussion and Analysis (MD&A) section providing an analysis of the
Village’s overall financial position and results of operations.

* Financial statements prepared using full accrual accounting for all of the Village's
activities, including infrastructure {roads, bridges, etc.)

* A change in the fund financial statements to focus on the major funds.

These and other changes are reflected in the accompanying financial statements (including notes
to financial statements). The Village has elected to implement the general provisions of the Statement in
the current year,

Reporting Entity:
In evaluating how to define the Village for financial reporting purposes, management has

considered all potential component units. The decision to include a potential component unit in the
reporting entity was made by applying the criteria set forth in GAAP. The basic-but not the only-criterion
for including a potential component unit within the reporting entity is the goveming body's ability to
exercise oversight responsibility. The most significant manifestation of this ability is financial
interdependency. Other manifestations of the ability to exercise oversight responsibility include, but are
not limited to, the selection of govemning authority, the designation of management, the ability to
significantly influence operations and accountability for fiscal matters. The other criterion used to
evaluate potential component units for inclusion or exclusion from the reporting entity is the existence of
special financing relationships, regardless of whether the Village is able to exercise oversight
responsibilities. Based upon the application of these criteria, the following is a brief review of each
potential component unit addressed in defining the Village's reporting entity.

(CONTINUED) -13-



VILLAGE OF UNIONVILLE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)

Excluded from the reporting entity:
Unionville-Sebewaing School District - This potential component unit has a separate elected board

and provides educational services to residents of the local area. The School District is excluded from the
reporting entity because the Village does not have the ability to exercise influence or control over its daily
operations, approve budgets or provide funding.

Akron, Columbia, Wisner and Village of Unionville Fire Department - This potential component unit
has a separate elected board and provides fire protection for Akron, Columbia, and Wisner Townships

and the Village of Unionville. The Fire Department is excluded from the reporting entity because the
Village does not have the ability to exercise influence or control over its daily operations, approve budgets
or provide funding.

Government Wide and Fund Financial Statements:

The Village's basic financial statements include both govemment-wide (reporting the Village as a
whole) and fund financial statements (reporting the Village’s major funds). Both the government-wide
and fund financial statements categorize primary activities as either governmental or business type. The
Village's public safety and general administrative services are classified as govemmental activities. The
Village sewer system is classified as a business-type activity.

The government-wide financial statements (i.e., the statement of net assets and the statement of
activities) report information on all of the nonfiduciary activities of the Village. For the most part, the effect
of interfund activity has been removed from these statements. Governmental activities, which normally
are supported by taxes and intergovermmmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those which are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to customers or
applicants who purchase, use or directly benefit from goods, services or privileges provided by a given
function or segment and 2) grants and contributions that are restricted to meeting the operational or
capital requirements of a particular function or segment. Taxes and other items not properly included
among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds and proprietary funds. Major

individual governmental funds and major individual enterprise funds are reported as separate columns in
the fund financial statements.

(CONTINUED) -14-




VILLAGE OF UNIONVILLE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)

Measurement Focus, Basis of Accounting, and Financial Statement Presentation:
The govemment-wide financial statements are reported using the economic resources

measurement focus and the accrual basis of accounting, as are the proprietary fund financial statements.

Revenues are recorded when eamed and expenses are recorded when a liabifity is incurred, regardless
of the timing of related cash flows. Property taxes are recognized as revenue in the year for which they
become available. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

The use of financial resources to acquire capital assets are capitalized as assets in the
government-wide financial statements, rather than reported as an expenditure. Proceeds of long-term
debt are recorded as a liability in the government-wide financial statements, rather than as an other
financing source. Amounts paid to reduce long-term debt of the Village are reported as a reduction of the
related liability, rather than as an expenditure in the government-wide financial statements.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However,
debt-service expenditures, as well as expenditures related to claims and judgments, are recorded only
when payment is due.

Sales taxes, franchise taxes, and eamed but unreimbursed state and federal grants associated
with the current fiscal period are all considered to be susceptible to accruai and so have been recognized
as revenues of the current fiscal period. Property taxes are measurable as of the date levied (assessed)
and are recognized as revenues when they become available. Available means when due, or past due,
and received within the current period or collected soon enough thereafter (within 60 days) to be used to
pay liabilities of the curmrent period. All other revenues are considered to be measurable and available
only when cash is received by the Village.

The accounts of the Village are organized on the basis of funds, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a separate set of self-
balancing accounts that comprise its assets, liabilities, reserves, fund balance, revenues, and
expenditures or expenses as appropriate.

The Village reports the following major governmenta! funds:

'+ General Fund - The General Fund is the general operating fund of the Village. It is used to
account for all financial resources except those required to be accounted for in another fund.

(CONTINUED) -15-



VILLAGE OF UNIONVILLE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)

Measurement Focus, Basis of Accounting, and Financial Statement Presentation: (Continued)
Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of

specific revenue sources that are legaliy restricted to expenditures for specified purposes. The Major
Street Fund and the Local Street Fund are special revenue funds used to account for revenue from State
Revenue Sharing. The Municipal Street Fund is a special revenue fund used to account for revenue from
a special tax assessed for street and sidewalk maintenance.

The Village reports the following major proprietary funds:
-~ The Sewer Fund is used to account for the sewer operations in the Village and the Water Fund
provides water to residents of the Village.
Additionally, the Viliage reports the following nonmajor fund type:
Internal Service Funds (Equipment Rental Fund) - Internal Service Funds are used to account
for the financing of goods or services provided by one department or agency to other departments or
agencies of the Village, or to other governments, on a cost-reimbursement basis.

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are payments to the General Fund by various
enterprise funds for providing administrative and billing services for such funds. Elimination of these
charges would distort the direct costs and program revenues reported for the various functions
concerned.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and delivering
goods in connection with a proprietary fund's principal ongoing operation. The principal operating
revenues of the utility enterprise funds and the Village's intemnal service fund are charges to customers for
use of the system. Operating expenses for enterprise funds and the internal service fund include the cost
of sales and services, administrative expenses, and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the Village's policy to
use restricted resources first, then unrestricted resources as they are needed.

Budgets and Budgetary Accounting:
The Village Council follows these procedures in establishing the budgetary data reflected in the

financial statements:
1. In accordance with the Village charter, prior to March 31, the Village Clerk submits to the
Village Council a proposed operating budget for the fiscal year commencing the following
April 1. The operating budget includes proposed expenditures and the means of financing
them for the upcoming year, along with actual data for the preceding year. The Village
Clerk submits the budget in summary form. In addition, more detailed line item budgets are

(CONTINUED) -16-



VILLAGE OF UNIONVILLE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)

Budgets and Budgetary Accounting: {(Continued)

included for administrative control. The level of control for the detailed budgets is at the
department head/function level.

Pubiic hearings are conducted to obtain taxpayer comment.

Prior to March 31, the budget is legally enacted through passage of a resolution.

Formal budgetary integration is employed as a management control device during the year
for the General and Special Revenue Funds.

Budgets for the General and Special Revenue Funds are adopted on a basis consistent with
generally accepted accounting principles (GAAP).

Appropriations lapse at the end of each fiscal year.

The Village Council may authorize supplemental appropriations during the year. The budget
was amended throughout the year at regular Village Council meetings.

N o r0N

Cash and Cash Equivalents:
Cash and cash equivalents of the Village include cash on hand and all deposits with financial

institutions, including all certificates of deposit.
Receivables and Payables:

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either “due toffrom other funds” (i.e. the current portion of
interfund loans) or “advances to/ffrom other funds® (i.e. the noncurrent portion of interfund loans). All
other outstanding balances between funds are reported as “due to/from other funds”.

Other receivables at March 31, 2005 consist of billings for user charged services, including utility
services.
Property Taxes:

Property taxes attach as an enforceable lien on property as of December 31. Village taxes are
levied on the following July 1 and are payable without penalty through September 15. The Village bills
and collects its own property taxes. Village property tax revenue is recognized as revenue in the fiscal
year levied to the extent that it is measurable and available in accordance with NCGA Interpretation 3
(Revenue Recognition — Property Taxes).

Capital Assets:

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and similar items) are reported in the applicable governmental or business type
activities columns in the government-wide financial statements. Capital assets are defined by the
government as assets with an initial, individual cost of more than $1,000 and an estimated useful life in
excess of one year. Such assets are recorded at historical cost or estimated historical cost if purchased
or constructed. Donated capital assets are recorded at estimated fair market value at the date of
donation.

(CONTINUED) 17-



VILLAGE OF UNIONVILLE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)
Capital Assets: (Continued)

GASB 34 requires major networks and major subsystems of infrastructure assets acquired,
donated, constructed or substantially rehabilitated since fiscal years ending after June 30, 1980 be
inventoried and capitalized by the fourth anniversary of the mandated date of adoption of the other
provisions GASB 34. The Village has capitalized the cument year’s infrastructure, as required by GASB 34,
and has reported the infrastructure in the Statement of Net Assets. The Village will not retroactively
capitalize the major infrastructure assets acquired on or before March 31, 2004 as pemitted by GASB 34.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.
Interest incurred during the construction phase of capital assets is included as part of the capitalized value
of the assets constructed.

Property, plant, and equipment of the primary govemment is depreciated using the straight line
method over the following estimated useful lives:

Assets Years
Infrastructure 10to0 50
Buildings 25t0 50
Office equipment 5to 10
Machinery and equipment 5t010
Vehicles 5
Improvements other than buildings 15t0 20

Depreciation of capital assets used by govemmental funds is charged as an expense against their
operations on the Statement of Activities. Accumulated depreciation is reported on the govemmental fund
Statement of Net Assets. Depreciation expense for the year ended March 31, 2005, was $16,594. Capital
asset acquisitions in the governmental funds totaled $53,414 for the year ended March 31, 2005. A
summary of Govemmental Fund Capital assets at March 31, 2005, follows:

Land $161,878
Buildings 163,463
Equipment 101,648
Intemal Service Fund assets 118,910
Construction in Progress - Park 11,227
Roads and sidewalks 40,937
Total capital assets 598,063
Less accumulated depreciation (315.211)
Net Govermmental Fund Capital Assets $282.852

(CONTINUED) -18-



VILLAGE OF UNIONVILLE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2005

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)
Capital Assets: (Continued)

Depreciation of capital assets used by business-type funds is charged as an expense against their
operations. Accumulated depreciation is reported on business-type fund balance sheets. Depreciation
expense for the year ended March 31, 2005, was $70,569. There were no capital asset acquisitions or
disposals in the business-type funds for the year ended March 31, 2005. A summary of Business-Type
Fund capital assets at March 31, 2005, follows:

Land $ 155,532
Buildings 1,733
Water system 908,245
Sewer system 2,379,109
Construction in progress — well 31,003
Total capital assets - 3,476,622
Less accumulated depreciation (1.205,474)
Net Business-Type Capital Assets $2.271,148

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental activities:

General government $ 2,097
Public safety 5,523
Highways and public improvement 6,162
Equipment rental service 2,812
Total depreciation expense — governmental -
activities $16.594
Business-type activities:

Utility services $70,569

Compensated Absences:

The Village's policies generally provide for granting vacation and sick leave with pay. The current
and long-term liability for compensated absences is reported on the govemment-wide financial
statements. A liability for these amounts, including related benefits, is reported in governmental funds
only if they have matured, for example, as a result of employee leave, resignations or retirements.
Long-term Debt:

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the statement of net assets. Bond premiums and discounts, as well as issuance
costs, are amortized over the life of the bonds using the straight line method. Bonds payable are reported
net of the applicable bond premium or discount. Bond issuance costs are reported as deferred charges
and amortized over the term of the related debt.

(CONTINUED) -19-



VILLAGE OF UNIONVILLE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2005

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)
Long-term Debt: (Continued)

In the fund financial statements, govemmental fund types recognize bond premiums and
discounts, as well as bond issuance costs during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt issuances are reported as other
financing sources while discounts on debt issuances are reported as other financing uses. Issuance
costs, whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.

Use of Estimates:

The process of preparing financial statements in conformity with generally accepted accounting
principles requires the use of estimates and assumptions regarding certain types of assets, liabilities,
revenues and expenditures. Such estimates primarily relate to unsettied transactions and events as of
the date of the financial statement. Accordingly, upon settlement, actual results may differ from estimated
amounts.

NOTE 2 — BUDGET COMPLIANCE:

During the year ended March 31, 20085, the following expenditures were in excess of the amount
appropriated for the year:

BUDGET ACTUAL VARIANCE
MAJOR STREET:
Operating transfer out $ 6,750 $ 7,504 $ 754
LOCAL STREET:
Construction $10,000 $16,497 $6, 497

NOTE 3 — CASH AND DEPOSITS:

Michigan Compiled Laws Section 129.91, authorizes the Village to deposit and invest in the
accounts of federally insured banks, credit unions and savings and loan associations; bonds, securities
and other obligations of the United States, or an agency or instrumentality of the United States in which
the principal and interest is fully guaranteed by the United States, including securities issued or
guaranteed by the Government National Mortgage Association; United States govermnment or federal
agency obligation repurchase agreements; banker's acceptance of United States banks; mutual funds
composed of investment vehicles which are legal for direct investment by local units of government in
Michigan; and commercial paper rated by ‘two standard rating agencies within the three highest
classifications, which mature not more than 270 days after the date of purchase, and which involves no
more than 50 percent of any one fund. Attorney General's Opinion Number 6168 states that public funds
may not be deposited in financial institutions located in states other than Michigan. The Village's deposits
are in accordance with statutory authority. The Village has authorized management to deposit and invest
in the accounts of federally insured banks and savings and loan associations within the State of Michigan
and bonds, securities and other obligations of the United States, or any agency of the United States in
(CONTINUED) - -20-



VILLAGE OF UNIONVILLE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2005
NOTE 3 — CASH AND DEPOSITS: (CONTINUED)

which the principal and interest is fully guaranteed by the United States. The Village's deposits and
investments are within the authorization as set forth by the Village of Unionville.

The carrying amount of cash and deposits with financial institutions of the Village of Unionville
amounted to $651,387 at March 31, 2005. The total bank balance as of the same date was $660,526.

Deposits with financial institutions are categorized as follows:

Amount insured by the NCIU $113,349
Amount insured by the FDIC 375,918
Uncollaterized 171,262
Total deposits with financial institutions .- $660,526

The cash and deposits include restricted cash in the amount of $48,388 for bond debt retirement,
$11,002 for water construction project and maintenance, $17,549 for the police car sinking fund, and
$17,517 for storm sewer project.

All deposits categorized as uncbllatera!ized are the property of the Village of Unionville.

The amount of uncollaterized deposits throughout the fiscal year did not significantly exceed the
amount of uncollaterized deposits at March 31, 2005.

NOTE 4 - RESTRICTED ASSETS:

Special assessment proceeds, unpaid balances and accrued interest and 58.75% of customer
charges for services are restricted for payment of sewer general obligation bonds.

NOTE 5 — LONG-TERM DEBT:

General Obligation Enterprise Bonds - The Sewer Fund provides the annual debt service requirement
on certain general obligation enterprise bonds issued to finance construction of a new sewer system.
Since the Sewer Fund provides the annual debt service on these general obligation enterprise bonds, the
bonds are considered to be obligations of the Sewer Fund and have been reported on the balance sheet
of the Sewer Fund.

Although the general obligation enterprise bonds are reported on the balance sheet of the Sewer
Fund, they are backed by the full faith and credit of the Village and are, therefore, a contingent liability to
the general govemment.

General obligation enterprise bonds were issued for payment of the local share of sewer
construction costs. The total bond issue was for $750,000. The bonds bear interest at the rate of 5% per
annum. Interest is payable on April 1 and October 1 of each year. Principal payments are payable
October 1 of each year. Debt service requirements are as follows:

(CONTINUED) -21-




VILLAGE OF UNIONVILLE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2005

NOTE 5 — LONG-TERM DEBT: (CONTINUED)

YEAR ENDING
MARCH 31, PRINCIPAL INTEREST JOTAL
2006 $ 25,000 $ 16,125 $ 41,125
2007 25,000 14,875 39,875
2008 25,000 13,625 38,625
2009 25,000 12,375 - 37,375
2010 25,000 11,125 36,125
2011-15 140,000 35,750 175,750
2016-18 70,000 4,250 74,250
TOTALS $335.000 $108,125 $443,125

Water Supply System Revenue Bond, Series B:
The Village of Unionville received two separate bond issues for the construction of the water

improvement project. The bonds are single, fully-registered, non-convertible bonds. The first series of
Series B bonds was issued under Ordinance No. 141 in the amount of $267,000. The second series of
Series B bonds was issued under Ordinance No. 142 in the amount of $204,000.

The principal and interest payments shall be payable out of net revenues derived from user fees.
The bonds bear interest at the rate of 4.5% per annum. Interest is payable on June 1 and December 1
of each year. Principal payments are payable June 1 of each year. The bonds are serial bonds and are
issued in chronological order. The following is a schedule of payments for each bond:

SERIES B BOND #2 ISSUE AMOUNT $267,000:

YEAR ENDING
MARCH 31, PRINCIPAL INTEREST TJOTAL
2006 $ 3,000 $ 9,429 $ 12,429
2007 4,000 9,272 13,272
2008 4,000 9,092 13,092
2009 4,000 8,912 12,912
2010 4,000 8,732 12,732
201115 27,000 40,304 67,304
2016-20 35,000 33,375 68,375
2021-25 40,000 24,760 64,760
2026-30 50,000 14,635 64,635
2031-35 40,025 3,608 43,633

$211,025 $162,119 $373.144

(CONTINUED) 22.



VILLAGE OF UNIONVILLE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2005

NOTE 5 — LONG-TERM DEBT: (CONTINUED)
SERIES B BOND #3 ISSUE AMOUNT $204,000

YEAR ENDING
MARCH 31, PRINCIPAL INTEREST TOTAL
2006 $ 2,000 $ 8455 $ 10,455
2007 3,000 8,343 11,343
2008 3,000 ' 8,208 11,208
2009 3,000 - 8,073 11,073
2010 - 3,000 7,938 10,838
201115 17,000 37,530 54,530
2016-20 21,000 33,211 54,211
2021-25 27,000 27,901 54,901
2026-30 33,000 21,151 54,151
2031-35 42,000 12,711 54,711
2036-38 34.910 2575 37,485

$188.910 $176.006 $365.006
NOTE 6 - CONTINGENT LIABILITIES:

The Village is a reimbursing employer for purposes of unemployment insurance claims against
the Village. The Village reimburses the State of Michigan for all benefits charged against it in the event of
termination of employment and subsequent claims of its employees. The contingent liability for
unemployment insurance claims is not recognized in the accompanying financial statements. This
expense is recognized as incurred.

NOTE 7 - SETTLEMENT AGREEMENT:

A settlement agreement between the Village of Unionville, plaintiff, and Edmands Engineering,
Inc., M & B Contracting Corporation, Staff Industries Inc., and Insurance Company of North America,
defendants, was signed April 12, 1990. The total settlement amounted to $260,000. The remaining
payment will be made to the Village of Unionville on December 30, 2009 in the amount of $150,000.

NOTE 8 - RISK MANAGEMENT:

The Village of Unionville purchased commercial insurance coverage for property, genera! liability,
medical insurance for employees, and coverage for losses refated to worker's compensation claims.
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VILLAGE OF UNIONVILLE, MICHIGAN
GENERAL FUND
REQUIRED SUPPLEMENTARY INFORMATION

STATEMENT OF REVENUES, EXPENDITURES AND CHANGE IN FUND
BALANCE - BUDGET AND ACTUAL FOR THE YEAR ENDED MARCH 31, 2005

VARIANCE -
BUDGET FAVORABLE
ORIGINAL FINAL ACTUAL {UNFAVORABLE)
REVENUES $ 217828 §$ 217828 $ 211,151 $ (6,677)
EXPENDITURES 281,970 287,865 209,786 78,079
EXCESS OF REVENUE OVER
(UNDER) EXPENDITURES {64,142) {70,037) 1,365 71,402
OTHER FINANCING SOURCES (USES)
Transfers in 10,000 10,000 10,000
Transfers out (8,000) (8,000)
TOTAL OTHER FINANCING SOURCES 10,000 2.000 2,000 -
EXCESS OF REVENUE & OTHER SOURCES
OVER (UNDER) EXPENDITURES (54,142) (68,037) 3,365 71,402
FUND BALANCE - APRIL 1 207,435 207,435 207,435
FUND BALANCE - MARCH 31 $ 153203 $ 139,398 §$ 210,800 $ 71,402

.25..



VILLAGE OF UNIONVILLE, MICHIGAN
MAJOR STREET FUND
REQUIRED SUPPLEMENTARY INFORMATION

STATEMENT OF REVENUES, EXPENDITURES AND CHANGE IN FUND
BALANCE - BUDGET AND ACTUAL FOR THE YEAR ENDED MARCH 31, 2005

BUDGET
ORIGINAL FINAL ACTUAL

REVENUE:

Intergovernmental revenue $ 38000 $ 38000 $ 45953

Misceltaneous 1,800 1,800 1,182
TOTAL REVENUE 39,800 39,800 47,145
EXPENDITURES

Construction 20,000 20,000 17,408

Routine maintenance 5,912 7,408 5,837

Winter maintenance 2,304 2,304 1,530

Administrative 3,875 4,037 3,716

Maintenance - State trunkline 2,705 2,717 2,013
TOTAL EXPENDITURES 34,796 36,466 30,504
EXCESS OF REVENUE OVER

EXPENDITURES ' 5,004 3334 16,641
OTHER FINANCING (USES)

Operating transfers out (6,750) {6,750) (7,504)

. EXCESS OF REVENUE OVER (UNDER)

EXPENDITURES AND OTHER USES (1,746) (3,.416) 9,137
FUND BALANCE - APRIL 1 120,526 120,526 120,526
FUND BALANCE - MARCH 31 $118,780 $117.110 $129,663

VARIANCE
FAVORABLE

(UNFAVORABLE)

$ 7953
(608)

7,345

2,592
1,571
774
321
704

5,962
13,307

(754)

12,553

$ 12,553



VILLAGE OF UNIONVILLE, MICHIGAN
LOCAL STREET FUND
REQUIRED SUPPLEMENTARY INFORMATION
STATEMENT OF REVENUES, EXPENDITURES AND CHANGE IN FUND
BALANCE - BUDGET AND ACTUAL FOR THE YEAR ENDED MARCH 31, 2005

VARIANCE
BUDGET FAVORABLE
ORIGINAL FINAL ACTUAL {(UNFAVORABLE}
REVENUE:
Taxes $ 3000 $ 3000 §$ 3,284 $ 284
Intergovernmental revenue 15,000 15,000 17,052 2,052
Miscellaneous 475 475 360 (115)
TOTAL REVENUE 18,475 18,475 20,696 2,221
EXPENDITURES
Construction 10,000 10,000 16,497 (6,497)
Routine maintenance 7,681 7,876 6,956 920
Winter maintenance 2,637 2,637 1,609 1,028
Administrative 4,221 4,524 4,186 338
TOTAL EXPENDITURES 24,539 25,037 29,248 (4,211)
EXCESS OF REVENUE
(UNDER) EXPENDITURES (6,064) (6,562) (8,552) (1,990)
OTHER FINANCING SOURCES
Operating transfers in 12,000 12,000 20,754 8,754
EXCESS OF REVENUE & OTHER SOURCES
OVER EXPENDITURES 5,936 5,438 12,202 6,764
FUND BALANCE - APRIL1 54,589 54,589 54,589
FUND BALANCE - MARCH 31 $ 60525 § 60,027 § 66,791 $ 86,764

27-




VILLAGE OF UNIONVILLE, MICHIGAN
MUNICIPAL STREET FUND

REQUIRED SUPPLEMENTARY INFORMATION
STATEMENT OF REVENUES, EXPENDITURES AND CHANGE IN FUND
BALANCE - BUDGET AND ACTUAL FOR THE YEAR ENDED MARCH 31, 2005

REVENUE:
Taxes
Miscellaneous
TOTAL REVENUE

OTHER FINANCING (USES)
Operating transfers out

EXCESS OF REVENUE
(UNDER) OTHER USES

FUND BALANCE - APRIL 1

FUND BALANCE - MARCH 31

BUDGET |
ORIGINAL  FINAL  ACTUAL

$ 13,000 §$ 13,000 § 13,014
450 450 315

13,450 13,450 13,329

(15,450) (15,450) (15,250)

(2.000) {2,000) (1.921)

21,363 21,363 21,363

$ 19363 § 19,363 § 19,442

-28-

VARIANCE
FAVORABLE

{(UNFAVORABLE)

$ 14
(135)
121

200

79
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VILLAGE OF UNIONVILLE, MICHIGAN

MAJOR STREET FUND
STATEMENT OF REVENUE, EXPENDITURES

AND CHANGE IN FUND BALANCE - BUDGET AND ACTUAL

YEAR ENDED MARCH 31, 2005
REVENUE: BUDGET ACTUAL
Intergovernmental:
Gas and weight tax $ 28,000 $ 30,018
State trunkline 4,000 3,039
County - Road improvement 6,000 12,896
Miscellaneous:

Interest income 1,800 1,192
TOTAL REVENUE 39,800 47,145
EXPENDITURES:

Construction 20,000 17,408

Routine maintenance 7,408 5,837

Winter maintenance 2,304 1,530

Administration 4,037 3,716

Maintenance - State trunkline 2,717 2,013
TOTAL EXPENDITURES 36,466 30,504
EXCESS OF REVENUE OVER EXPENDITURES 3,334 16,641
OTHER FINANCING (USES):

Operating transfers out {6,750) {7.504)

EXCESS OF REVENUE OVER (UNDER} .

EXPENDITURES AND OTHER {USES) {3,416) 9,137
FUND BALANCE-APRIL 1 120,526 120,526
FUND BALANCE-MARCH 31 $117,110 $129,663

-a2-

VARIANCE -
FAVORABLE

{UNFAVORABLE)

$ 2018
(961)
6,896
(608)
7,345
2,592
1,571
774
321
704
5,962

13,307
(754)

12,563

$ 12,553



VILLAGE OF UNIONVILLE, MICHIGAN

LOCAL STREET FUND
STATEMENT OF REVENUE, EXPENDITURES

AND CHANGE IN FUND BALANCE - BUDGET AND ACTUAL

YEAR ENDED MARCH 31, 2005
BUDGET ACTUAL
REVENUE:

Taxes:

Bridge tax $ 3,000 $ 3284
Intergovernmental:

Gas and weight tax 15,000 17,052
Miscellaneous:

Interest income 475 360
TOTAL REVENUE 18,475 20,696
EXPENDITURES:

Construction 10,000 16,497

Routine maintenance 7,876 6,956

Winter maintenance 2,637 1,609

Administration 4,524 4,186
TOTAL EXPENDITURES 25,037 20,248
EXCESS OF REVENUE (UNDER) EXPENDITURES (6,562) (8,552)
OTHER FINANCING SOURCES:

Operating transfers in 12,000 20,754
EXCESS OF REVENUE AND OTHER SOURCES

OVER EXPENDITURES 5,438 12,202
FUND BALANCE - APRIL 1 54,589 54,589
FUND BALANCE - MARCH 31 $ 60,027 $ 66,791

-33-

VARIANCE -
FAVORABLE

{UNFAVORABLE)

$ 284
2,052
(115)
2221
(6.497)
920

1,028
338

(4,211)

(1,990)
8,754

6,764

$ 6,764
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VILLAGE OF UNIONVILLE, MICHIGAN

MUNICIPAL STREET FUND

STATEMENT OF REVENUE, EXPENDITURES

AND CHANGE IN FUND BALANCE - BUDGET AND ACTUAL

REVENUE:
Current property tax
Miscellaneous - Interest income

TOTAL REVENUE

OTHER FINANCING (USES):
Qperating transfers out

EXCESS OF REVENUE (UNDER)
. OTHER (USES)

FUND BALANCE - APRIL 1

FUND BALANCE - MARCH 31

YEAR ENDED MARCH 31, 2005

BUDGET ACTUAL

$ 13,000 $ 13,014

450 315

13,450 13,329

(15.450) (15,250)

(2,000) (1,921)

21,363 21,363

$ 19,363 $ 19,442

-34-

VARIANCE -
FAVORABLE

(UNFAVORABLE)
$ 14
(135)
(121)

200

79



VILLAGE OF UNIONVILLE, MICHIGAN

GENERAL FUND
SCHEDULE OF REVENUE
YEAR ENDED MARCH 31, 2005
VARIANCE-
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE)
REVENUE:
Taxes:
Current property taxes $ 80,585 $ 81,350 $ 765
Special police millage 6,871 6,506 (365)
Tax administration fees 1,200 1,179 (21)
Total taxes 88,656 89,035 379
Intergovernmental:
State revenue sharing:
Sales tax - Statutory & Constitutional 76,022 69,785 (6,237)
Liquor license 1,000 825 (175)
Tota! intergovernmental 77,022 70,610 (6,412)
Fines
Ordinance fines 550 271 279
Charges for services:
Trash collection 32,200 31,232 968
Miscellaneous:
Interest income 10,700 2,031 (8,669)
Tower rent 3,600 3,600 -
Park advertising 300 3,000 2,700
Miscellaneous 4,800 11,372 6,572
Total miscellaneous 19,400 20,003 603
TOTAL REVENUE $ 217,828 $ 211,151 $_(6,677)

-35-



VILLAGE OF UNIONVILLE, MICHIGAN

GENERAL FUND
SCHEDULE OF EXPENDITURES
YEAR ENDED MARCH 331, 2005
VARIANCE-
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE)
EXPENDITURES:

Councll:

Salaries $ 5250 $ 1,660 $ 3590
Mayor:

Salaries 900 180 720
Electlons:

Wages 300 - 300

Supplies 500 - 500
Total elactions 800 - 800
Clerk:

Salary 5,216 5,215 1
Treasurer:

Salary 3,703 3,694 9
Building and grounds

Telephone 1,700 1,188 512

Utilities 3,949 4,005 (56}

Repairs and maintenance 1,800 881 919

Miscellaneous 200 187 13

Capital outlay 8,500 7,500 1,000
Total building and grounds 16,149 13,761 2,388
Unallocated:

Office supplies 1,366 1,336 30

L.egal and accounting 2,850 1,922 928

Dues and subscriptions 1,500 1,405 a5

Silver centennial 15,000 {844) 15,844

Community relations 200 - 200

Printing and publishing 2,500 2,275 225

Miscelianeous 2,776 2,726 50

Seminars 350 - 350

Capital outlay 1,500 1,000 500
Total unaliocated 28,042 9,820 18,222

(Continued) -36-




VILLAGE OF UNIONVILLE, MICHIGAN

GENERAL FUND
SCHEDULE OF EXPENDITURES
YEAR ENDED MARCH 31, 2005
VARIANCE-
FAVORABLE
BUDGET TUA {UNFAVORABLE)
EXPENDITURES:{CONTINUED)
Police department:
Satary - Patrolman 22,333 20,960 1,373
Employers FICA tax 1,702 1,548 154
Supplies 549 548 1
Uniforms and cleaning 150 134 16
Gas and oil 700 517 183
Crossing guard 1,300 1,151 149
Capital cutiay 3,500 180 3,320
Insurance 6,801 6,801 -
Repairs and maintenance 754 753 1
Miscellaneous 800 o8 702
Total police department 38,589 32,690 5,899
Fire protaection;
Contracted services 7,643 7,643
Fire hydrant rental 3,795 3,795
Total fire protection 11,438 11,438
Department of public works:
Wages 22,790 21,752 1,038
Street signs ‘ 600 200 400
Storm sewer repair 15,000 4,066 10,934
Sidewalks 7,032 7,032 -
Weed control supplies 263 262 1
Supplies 202 883 19
Uniforms 500 73 427
Tree removal 2,500 2,500
Equipment rental 10,000 6,177 3,823
Total department of public works 59,587 40,445 19,142
Street lighting:
Utifities 10,612 10,612 -
Sanitation:
Contracted services 32,200 32,111 89
Office supplies 339 339 -
Total sanitation 32,539 32,450 89

(Continued) -37-



EXPENDITURES: (CONTINUED)
Recreation and parks:

Supplies
Utilities
Repairs and maintenance
Capital outlay
Park improvements
Playground equipment

Total recreation and parks

Fringe benefits:
Employers FICA tax
Health insurance

Total fringe benefits

Insurance and bonds:
General insurance

Transfers
Operational transfers out

TOTAL EXPENDITURES

VILLAGE OF UNIONVILLE, MICHIGAN

GENERAL FUND

SCHEDULE OF EXPENDITURES
YEAR ENDED MARCH 31, 2005

BUDGET ACTUAL

160 5

2,000 1,679

3,000 1,516

7,000 3,476

37,300 20,829

5,000 73

54,460 27,578

2,849 2,547

4,128 4,094

6,977 6.641

13,603 13,602

- 8,000 8,000

$ 205,865 $217.786

VARIANCE-
FAVORABLE

{UNEAVORABLE}

155
321
1,484
3,524
16,471

4,927
26,882

302
34

336

$ 78,079
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VILLAGE OF UNIONVILLE, MICHIGAN

MAJOR STREET FUND
SCHEDULE OF EXPENDITURES
YEAR ENDED MARCH 31, 2005
VARIANCE-
FAVORABLE
BUDGET ACTUAL (UNFAVORABLE)
EXPENDITURES:

Construction:

Contracted services $ 20,000 $17,408 $ 2,592
Routine maintenance:

Wages 4,908 4,908 -

Equipment rental 2,500 929 1,671
Total routine maintenance 7,408 5,837 1,571
Winter maintenance:

Wages 1,554 1,333 221

Equipment rental 750 197 553
Total winter maintenance 2,304 1,530 : 774
Administration:

Employers FICA tax 528 527 1

Health insurance 1,126 1,125 1

Accounting 450 251 199

Miscellaneous 300 181 119

General insurance 1,633 1,632 1
Total administration 4,037 3,716 321
Maintenance - State trunkiine:

Wages 1,092 813 279

Equipment rental 1,625 1,200 425
Total maintenance - State trunkline 2,717 2,013 704

TOTAL EXPENDITURES $ 36,466 $30,504 $ 5962



EXPENDITURES:
Construction:
Contracted services

Routine maintenance:
Wages
Supplies
Equipment rental

Total routine maintenance

Winter maintenance:
Wages
Supplies
Equipment rental

Total winter maintenance

Administration:
Wages
Employers FICA tax
Health insurance
Accounting
Miscellaneous
General insurance

Total administration

TOTAL EXPENDITURES
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VILLAGE OF UNIONVILLE, MICHIGAN

LOCAL STREET FUND
SCHEDULE OF EXPENDITURES
YEAR ENDED MARCH 31, 2005

BUDGET ACTUAL

$ 10,000 $ 16,497

5,181 4,844

1,195 911

1,500 1,201

7,876 6,956

1,137 800

500 499

1,000 310

2,637 1,609

400 400

590 453

1,251 1.250

450 251

200 200

1,633 1,632

4,524 4,186

$25,037 $29,248

VARIANCE-
FAVORABLE

UNFAVORABLE

$ (6.497)

337
284
299

920

337

690
1,028

137
199

338

$ (4211)
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Village Council
Village of Unionville
Unionville, Michigan

We have audited the financial statements of the govemmental actnvntles the business-type
activities, each major fund, and the aggregate remaining fund information of Village of Unionville,
Michigan, as of and for the year ended March 31, 2005, which collectively comprise the ‘Village of
Unionville, Michigan's basic financial statements and have issued our report thereon dated May 23, 2005.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller Genera! of the United States.

Internal Control Over Financial Reporting
in planning and performing our audit, we considered the Village of Unionville, Michigan's internal

control over financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinions on the financial statements and not to provide an opinion on the internal contro! * -
over financial reporting. Our consideration of the internal control over financial reporting would not
necessarily disclose alt matters in the internal control that might be material weaknesses. A material
weakness is a reportable condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements caused by error or fraud

in amounts that would be material in relation to the financial statements being audited may occur and not
be detected within a timely period by employees in the normal course -of performing their assigned
functions. We noted no matters involving the internal control over financial reporting and its operation
that we consider to be material weaknesses. '

Compliance and Other Matters N
As part of obtaining reasonable assurance about whether the Village of Unionville, Michigan's

financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards. However, we noted
certain immaterial instances of noncompliance that we have reported to management of Village of
Unionville, Michigan, in a separate letter dated May 23, 2005.

-41-
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This report is intended solely for the information and use of the management, Village Council, and

federal awarding agencies and is not intended to be and should not be used by anyone other than these
specified parties.

{ -+
7 Lotz 7P
NIETZKE & FAUPEL, P.C.
Sebewaing, Michigan

May 23, 2005
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Nietzke & Faupel B

Members of: Michigan Association of Certified Public Accountants « American Institute of Certified Public Accountants CPA's On Your Team

To the Honorable Council Members
Village of Unionville
Unionville, Michigan 48767

The following comments relate to situations brought to our attention during the course of
our recent audit of the financial statements of the Village of Unionville, Michigan, for the
year ended March 31, 2005, and are submitted for your evaluation and consideration. We
would like to emphasize .that our audit was conducted for the purpose of expressing
opinions on the aforementioned financial statements; therefore, the following comments are
not necessarily all inclusive.

CASH AND DEPOSITS

We want to bring to your attention the amount invested in certificates of deposit and the
regular checking account at your local bank. All of the accounts are not fully insured by the
FDIC. The FDIC has two classifications; time deposits (CD’s) and the demand deposuts
(checking). As of March 31, 2005, $171,262 was not insured.

' BUDGET AND BUDGETARY PROCEDURES |
o During our audit, we found a few instances where the Village was not in compliance
with P.A. #621 regarding budgeting procedures. The Act provides that a local unit of
government should not incur expenditures in excess of the amount budgeted. During
the year ended March 31, 2005 the Village incurred expenditures in certain budgetary
funds which were in excess of the amounts budgeted as follows:

UNFAVORABLE
BUDGET ACTUAL VARIANCE

MAJOR STREET:

Operating transfer out $ 6,750 $ 7,504 $ 754
LOCAL STREET o

Construction : 10,000 16,497 6,497
INVESTMENT POLICY UPDATE

In March 2003, the General Accounting Standards Board (GASB) issued GASB
Statement #40, Deposits and Investment Risk Disclosures. GASB Statement #40 rescinds

and supercedes GASB #3 disclosures while adding additional required disclosures.

GASB Statement #40 is effective for periods beginning after June 15, 2004. The
objective of this statement is to update the custodial credit risk disclosure requirements and
to establish more comprehensive disclosure requirements addressing other common risks
of the deposits and investments of state and local governments. This statement requires a
brief description of the deposit or investment policies that are related to the risks that GASB

O Statement #40 requires to be disclosed, including custodial credit risk, concentration of
B credit risk, and foreign currency risk.
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Village of Unionville

The above recommendations are being made in an effort to improve the Village's
system of recordkeeping and to aid the Village in conforming to State requirements. If you
have any questions regarding these recommendations, please contact us. We are
available to assist you with implementing any of the aforementioned recommendations.

We would like to take this opportunity to thank the Village personnel for their hospitality
and assistance we received during our audit for the year ended March 31, 2005.

it Faapd £,

NIETZKE & FAUPEL, P.C.
Sebewaing, Michigan

May 23, 2005



